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Abstract 
The article deals with the motor vehicle tax in relation with fiscal decentralization, particularly from 2005 with competence 
delegated to the self-governing regions in the area of motor vehicle tax. The result of this provision in the field of fiscal 
decentralization is increasing of differences in the motor vehicle tax burden in self-governing regions of Slovakia. The paper is 
the result of solving a series of impact studies solved by the authors in this field. Gradually over time from the transfer of 
competences in setting tax rates on motor vehicles to self-governing regions and usage of the incomes of this tax can realistically 
assess the development and impact of this element of fiscal decentralization in the Slovak Republic as well as propose a solution 
of resulting situation.  The aim of the paper is to identify the motor vehicle tax rates and tax income changes in the period of 
2005 to 2013 as the result of fiscal decentralization and tax competence of self-governing regions in the Slovak Republic. The 
main goal of the paper is to propose the new unified tax rates with higher tax reduction for environmentally friendly vehicles for 
all self-governing regions in the Slovak Republic. 
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1. Introduction 
Decentralization is increasingly seen as a tool to promote economic development (Stansel, 2005, Akai et al, 
2002). The reason for its implementation are the facts that the self-governing region has a better position to ensure 
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the provision of public services due to the proximity to people and knowledge of local specificities as well as ways 
to better inform people in comparison with the central government (Rodríguez-Pose et al., 2009, Aristovnik, 2012). 
Fiscal decentralization represents a part of the reform of public authority in Slovakia. Between 2002 and 2004 was a 
period when more than 400 competencies were transferred from government authorities to self-governing regions 
under the decentralization of public authorities. The transfer was carried out in accordance with the approved law 
416/2001 collection of laws, about the transfer of some competencies from government authority to municipality 
and public authorities (Pétrová 2007). Since 1st of January 2005 was approved a new system of financing in 
municipalities and public authorities (II. Stage of fiscal decentralization), which strengthened their autonomy and 
accountability with using public funds to provide services to the citizens. Economic heart of this process was to 
strengthen tax revenues of municipalities and public authorities at the expense providing subsidies from the state 
budget to self-governing regions (Kozovský et al., 2009).  
To strengthen the financial autonomy in self-governing regions from the state budget similarly as in other 
countries, e.g. Switzerland (Feld, 2003) was an important objective of decentralization in Slovakia. The risks of 
fiscal decentralization were characteristics that were associated with regional differences in Slovakia (Neupauerová, 
2008). The motor vehicle tax was adopted in 2005 in Slovakia by law no. 582/2004 collection of laws, about local 
taxes and local fees for municipal waste and minor construction waste. The tax is a direct property tax and the tax 
facultative within the tax system of Slovakia. Self-governing regions have the option of introducing a tax on motor 
vehicles, to determine the tax rate and the scope of the exemptions. According to NižĖanský and Valentoviþ (2002), 
desirable assumptions from implementing fiscal decentralization include also the tax jurisdiction, which is able to 
affect a significant proportion of income increase of a community, and a certain degree of freedom in deciding on 
budgeting and setting tax rates. Self-governing regions obtain the "tax freedom" thanks to decentralization and since 
2005 they may set the tax rate of motor vehicles in the form of generally binding regulations. This tax freedom and 
the differences of tax rates cause non-uniformity on the domestic and international road transport market. Demand 
for transport service is the secondary demand, it is influenced by the level of company demand and individuals for 
goods and services. The decline in production and decreasing demand for goods and service during the financial and 
economic crisis significantly determines the performance of the road transport sector. Performance of road freight 
transport was reduced after 2008 in Slovakia. The quantity of transported goods decreased by 18 % in 2009 
compared to 2008. The decline continued in the following years, there was decreased by 33.7 % in 2012 compared 
to the year 2008. Raising rates of motor vehicles tax affects the sustainability of business in the road transport 
sector, which affects employment and also a government revenue in the personal income tax and corporation tax. 
Motor vehicle tax is a direct cost of carrier, with a declining volume performance of carrier, it increases the unit 
costs and the price of transport (e.g. Gnap, 2006). That has an impact on the competitiveness of Slovak carriers, 
especially compared to carriers from neighboring EU countries that pay less motor vehicles tax, and that can 
perform partly national transport in Slovakia. NižĖanský and Valentoviþ (2002) state that there are no reason to have 
any concerns about the deepening of regional disparities in the case of application of tax differentiation. The fact 
after the introduction of fiscal decentralization is significantly different, it has been confirmed by research (Gnap et 
al., 2007, 2010, 2012) and analysis in this area (e. g. Masaryk, 2014). Different level of rates of motor vehicles tax 
affects by different ways the cost level of road carriers and their competitiveness in area of sustainability costs and 
pricing in different regions. Frequent changes in tax rates by the government destabilize the business environment 
and create an uncertain environment. On the base of a pressure of association of carriers Slovak Republic, mainly 
Association of road transport operators of the Slovak Republic and Union of road transport operators of the Slovak 
Republic, in 2014, the Ministry of Finance of the Slovak Republic has undertaken to prepare the new law of motor 
vehicles tax.  
The aim of the paper is to identify the motor vehicle tax rates and tax changes in the period of 2005 to 2013 as 
the result of fiscal decentralization and tax competence of self-governing regions in the Slovak Republic. The main 
goal of the paper is on the basis of these retrospective analysis and identification of gaps in tax rates to propose the 
new unified tax rates with higher tax reduction for environmentally friendly vehicles for all self-governing regions 
in the Slovak Republic. 
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1.1. The motor vehicles tax in the concept of tax reform from 2004 to 2006 in Slovakia 
According to the concept of tax reform, the objective of the new law of motor vehicles tax was the creation of a 
legal basis for taxation only of commercial vehicles according to the concept of tax reform. The concept of tax 
reform in relation to motor vehicles tax contained several important objectives: 
x Objective 1: taxation of all commercial vehicles regardless of their use 
x Objective 2: take account of environmental load by the amount of emissions in the form of tax relief 
x Objective 3: tax does not include an exemption (except for vehicles of diplomatic missions and consular posts, if 
reciprocity is guaranteed) 
 
Law of motor vehicles tax would have replaced the existing law, which was focused on the taxation of passenger 
vehicles and commercial vehicles that are used for business. 
The concept of motor vehicle tax in terms of reform was in conflict with the concept of fiscal decentralization. 
The aim was on one hand reduce the number of vehicle taxations about passenger cars and buses and also reduce tax 
rates for commercial vehicles, which significantly exceed (and currently still exceed), according to the minimum tax 
rates under Annex I of Directive 1999/62/EC Minimum tax rates applicable to vehicles. The motor vehicle tax rate 
exceeded the minimum rate of tax according to the directive 1999/62/EC to 3.7 times, before the application the law 
of motor vehicle tax. On the other hand, the concept of fiscal decentralization assumed receipts from motor vehicles 
tax at level of 82.98 million euros (2.5 billion of SKK) in the financing of autonomous regions since 2005, which 
follows continuously on road tax in 2004, which stood at level of 81.86 million of euros (2.466 billion of SKK), 
(Tax Directorate of the Slovak Republic, 2004). Lowering of tax rates and the number of vehicle taxations would be 
contrary with tax receipts of self-governing regions. 
1.2. The motor vehicles tax - objectives of the concept of tax reform in Slovakia and the current state 
In the concept of tax reform it was considered to abolish of road tax and introduction motor vehicles tax. The 
commercial motor vehicles regardless of their use would become the subject of tax and the taxation of motor 
vehicles and buses would be abolished. No changes have been made in this area in 2004. It can be said that only the 
name of the tax was changed from road tax to the motor vehicle tax and principles and scope of taxation remained 
almost unchanged. From the names of taxes it could be assumed that the road tax is a tax related to the use of road 
infrastructure and the motor vehicle tax is a tax related to the ownership of vehicle. Name of the tax could be 
"vehicle tax for business". Taxation of trucks is more related to ensuring the current level of government revenues in 
self-governing regions (after fiscal decentralization), than with explanation of the tax on an economic base. The 
ownership principle cannot be clearly applied in the case of commercial vehicles, as a bus or truck is very likely to 
be used primarily for business or other specific activities. The ownership principle cannot be clearly applied in the 
case of commercial vehicles as a bus or a truck, it is very likely that the vehicles are used primarily for business or 
other specific activities. Taxation of these vehicles is an indirect form of income taxation (Sporina, 2012). Vehicle 
taxation occurs in the form of registration or circulation taxes in the world. Registration tax is a tax that is paid one-
time in case of the first registration of a vehicle. The subject of the tax is the vehicle. In connection with a 
circulation tax, two methods of taxation are applied abroad (Greven (2012), OECD (2012), Barbour (2009)). The 
first is vehicle tax, it is a taxation of registered motor vehicles regardless of their use and the way of ownership, tax 
is usually paid once per year. The second is road tax that must be paid in connection with the use of motor vehicle 
on public roads. The subject of the tax is the vehicle but the vehicle has to be used on public road infrastructure. 
This is not a fee for the use of road infrastructure in the form of tolls. 
The road tax and vehicle tax are circulation taxes that are usually paid once per year. They include annual tax 
rates separately for passenger cars and commercial vehicles. Tax rates are different between regions. Regions may 
also define a rate of benefits for vehicles and a scope of the tax exemptions. There is no economic justification for 
the payment of motor vehicle tax only by legal persons and entrepreneurs. On the other hand, the universal 
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application of the current motor vehicle tax rates for all registered passenger vehicles would have an extremely 
negative effect especially at low-income groups in Slovakia (Sporina, 2012). 
2. Material and methods 
The main goal was the transformation of regional to unified approach in the motor vehicle taxation in the Slovak 
republic. For the research in the field of modeling the motor vehicle tax and income were used following inputs: 
x Database of registered vehicles (data provided by Bureau of police forces of the SR) 
x Database of taxed vehicles (data provided by Tax directorate of the SR) 
x Annual tax rates according to self-governing regions applicable in period 2005 - 2013 
x Annual incomes of motor vehicle tax to self-governing regions (data provided by self-governing regions) 
The vehicles were filtered according to vehicle categories, according to place of vehicle registration, vehicle ages 
in relation to environmental impacts and to concrete self-governing region. Theory of time series and indicators 
were used for the research and analysis of trends in the field of vehicle taxation and tax incomes in self-governing 
regions. The numbers of registered vehicles according categories and their environmental impacts plus tax rates 
applicable in self-governing regions were used for the proposal of model. The model was used for modeling of 
motor vehicle tax revenues in the case of change the tax rates. In order to ensure that the new draft of uniform rates 
will provide at least the same amount of incomes collected from the motor vehicles tax as the current system of 
taxation and application of 8 different tax rates by self-governing regions, this formula must be applied (1): 
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Note: In the regions which do not apply preference of more ecological vehicles by lowering tax rates, only one 
rate S1i will be applied and all vehicles will be assigned to the Oi group. 
 
Where:  
E4i - number of Euro 4 (or more – Euro 5, Euro 6, EEV) taxable vehicles belonging to the i-th weight class 
E3i - number of Euro 3 taxable vehicles belonging to the i-th weight class 
OVi - number of other taxable vehicles, not meeting Euro 3 (and more) emission limits and before 1990 belonging to the i-th weight class  
Vpred1990i - number of taxable vehicles, 1st time registered before 1990 belonging to the i-th weight class  
SN4i - uniform tax rate for the Slovak republic for the i-th weight class for Euro 4 (and more – Euro 5, Euro 6, EEV) vehicle 
SN3i - uniform tax rate for the Slovak republic for the i-th the weight class for Euro 3 vehicle 
SN2i - uniform tax rate for the Slovak republic for the i-th weight class for a vehicle not meeting  Euro 3 (and more) emission limits and 1st time 
not registered before 1990  
SN1i - uniform tax rate for the Slovak republic for the i-th weight class for a vehicle 1st time registered before 1990  
E4ij - number of Euro 4 (and more – Euro 5, Euro 6, EEV) taxable vehicles belonging to the i-th weight class and registered in the j-th region  
E3ij - number of Euro 3 taxable vehicles belonging to the i-th weight class and registered in the j-th region 
Oij – number of taxable vehicles, not meeting Euro 3 (and more) emission limits belonging to the i-th weight class and registered in the j-th region  
S3ij - current tax rate for the i-th weight class for vehicle of Euro 4 (or more – Euro 5, Euro 6, EEV) valid in the j-th region  
S2ij - current tax rate for the i-th weight class for Euro 3 vehicle valid in the j-th region 
S1ij -current tax rate for the i-th weight class for a vehicle not meeting Euro 3 (and more) emission limits valid in the j-th region  
i - class of the tax rate book depending on 
n - the number of classes in the tax rate book (weight classes)  
j - j-th self - governing region, j = 1-8 
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3. Results and discussion 
3.1. Results of retrospective analysis of tax rates in the period 2005 -2013 
The retrospective analysis and time series theory were used for investigation of tax rate trends and changes in 
self-governing regions in the period 2005 – 2013. During the introduction of the motor vehicles tax, all self-
governing regions set tax rates for 2005 by relevant generally binding regulations, six of the eight self-governing 
regions introduced the same tax rates. Self-governing regions introduced the same rates road tax as in 2004. In 2005, 
selected regions used their competence and adopted generally binding regulations to increase tax rates for 2006. In 
the period 2005-2013, Nitra region (NR), Trenþín region (TN) and Trnava region (TT) (4 changes) adopted the 
largest number of changes in tax rates, Košice (KE) and Prešov (PO) region (2 changes), minimum changes was 
adopted in Bratislava region (BA). 
This development is unsustainable in the future, because changes in tax rates are inconsistent, uneven and non-
conceptual. The result of the concept is growth of tax rates. For a period of nine years the tax rate increased the most 
in Trnava region (+33.5%) and Bratislava region (+26.5%). The smallest increase was in Trenþín region (+8.2%). 
The diversity of tax rates and scope of the exemptions are discriminatory, those regional differences are continually 
increasing. The diversity of tax rates and scope of the exemptions are discriminatory, those regional differences are 
continually increasing. Business subjects often conduct activities in the common areas and common road 
infrastructure, irrespective of the territorial affiliation. The differences are continuously growing since the 
introduction of taxes (in 2005). This development greatly affects the costs of carriers and their level of 
competitiveness at national and international levels. The average difference of the basic tax rates between regions 
with the lowest and the highest tax rates represent up to 8.2% in 2014 (refers to Bratislava region and Banská 
Bystrica region). The largest average difference of tax rates is 23.4%, between the basic tax rate in Bratislava region 
and the tax rate for green vehicles meeting the Euro 4 emission limits and more in Trenþín region. 
The maximum difference of the annual tax for semi-trailer truck between the regions represents value of 454 
euros in 2014. This is the most common type of vehicles combination in national and international road freight 
transport (Koneþný, 2013). The development of preference for green vehicles by reduced tax rate is slow. When 
introducing of motor vehicle tax in 2005 only Banská Bystrica region (BB) applied it, in 2014, 6 of 8 regions 
applied it too (except the Bratislava and Prešov). The average benefit by reduced tax rate for Euro 3 is 4.2 %, the 
average benefit for the Euro 4 vehicles and more is 8 %. The rate of benefits is different in each region. The aim of 
the tax reform concept from 2004 to 2006 was the elimination of exemptions, which the current system of vehicle 
taxation does not respect. State also came on one of the tools internalisation of external transport costs and 
obligations arising from the White Book, Plan for the single European Transport Area - Towards a competitive 
transport system that is resource-efficient. 
3.2. Analysis and research of revenues from motor vehicles tax of self-governing regions 
Tax revenue was not reduced when the road tax was replaced by the motor vehicles tax, followed the road tax 
and continuously increased. In 2002, tax revenue reached 76.58 million EUR (2,307 billion of SKK), in 2003 it was 
78.9 million EUR (2.377 billion of SKK) and in 2004 already 81.86 million EUR (2.466 billion of SKK). The real 
tax revenues of self-governing regions are higher than the planned revenue before decentralization, table 1. 
The motor vehicle tax is the revenue source without further specified purpose and the road infrastructure is 
reflected on the distribution of revenue tax natural person income in the public authorities. In this context, the 
legitimacy of tax administration is questionable at the local level (Sporina, 2012). This is supported by the 
NižĖanský (2005), which states that the financing of public authorities competencies will be used revenue from 
motor vehicles tax by territory. Self-governing regions do not manage this tax. They do not have any vehicle 
register, not have any control activities in payment of that tax by businesses in the region. 
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Table 1.  Planned and real tax revenues of self- governing regions before and after fiscal decentralization (million EUR)† 
The plan of tax 
revenue before 
decentralization: 
2005 2006 2007 2008 2009 2010 2011 2012 
Motor vehicle tax 
82,98‡ 
(2 500 
SKK) 
84,65 
(2 550 
SKK) 
86,31 
(2 600 
SKK) 
87,96 
(2 650 
SKK) 
– – – – 
Total tax revenues  of  
public authorities 
352,72 
(10 626 
SKK) 
379,51 
(11 433 
SKK) 
411,17 
(12 387 
SKK) 
447,16 
(13 471 
SKK) 
– – – – 
The real tax revenues after decentralization 
Motor vehicle tax 92,92 102,62 117,76 80,15 125,82 118,61 125,09 134,62 
Income tax of natural 
persons 
295,31 334,83 359,94 428,21 403,48 332,82 386,55 401,10 
Total tax revenues  of  
public authorities 
388,23 437,45 477,7 508,36 529,3 451,43 511,64 535,72 
Difference of real and projected state 
Motor vehicle tax 9,94 17,97 31,45 -7,81 – – – – 
Total tax revenues  of  
public authorities 
35,51 57,94 66,53 61,2 – – – – 
Source: elaborated by authors 
 
The expenditures of self-governing regions have a long-term increasing trend. The most important part of the 
resources for their coverage is the revenue from motor vehicle tax. In 2005, tax revenues of regions were of 23.9 % 
(ŠimoĖáková, 2011), in 2011 it was 24.4 % in 2012 already 25.1 %.  
Collection of the tax by individual regions is determined by economic development of the region and the 
attractiveness of the business environment. These factors create the potential for increasing demand for road 
transport services, which is reflected by the growth performance of vehicles and these factors increase especially 
number of vehicles operated that is subject to tax in relation to income from motor vehicles tax. The increase in tax 
collection is caused by the increasing number of taxpayers of motor vehicles tax and no by growth of the average tax 
rates. After adjustment of the tax from a variable number of taxpayers, the collection of taxes should have a 
declining trend. 
Carriers for payment of motor vehicles tax to the budgets of self-governing regions expect the possibility of 
usage of good and maintained road infrastructure mainly in national transport for the distribution of goods at 
regional and local level in return. The share of ordinary expenditures of regions on roads (€ per km) reaches across 
regions significantly different values. Expenditures of regions into the road infrastructure are markedly limited by 
different length of managed road infrastructure.  
3.3. Results of motor vehicles tax rates modeling  
Table 2 contains alternative results of modeling tax rates for individual categories of taxable commercial 
vehicles. It concerns the change in the rate for selecting more environmentally friendly vehicles, or non-ecological 
vehicles in respect to the base tax rate, so that it complies with inequation (1).  
Basic tax rates for taxed vehicles according number of axles and gross vehicle weight were calculated as average 
of basic annual tax rates of eight self-governing regions. Accurate data for the model could be obtained from the toll 
operator in Slovakia. It is due to the fact that the on-board units are required on all public roads in Slovakia for 
trucks with a gross weight over 3.5 tones and buses. § 
 
 
† Planned value of tax revenues for the year 2005 to 2008 where the exchange rate was 1 EUR = 30.1260 SKK from SKK to EUR   
 prognosis before the introduction of fiscal decentralization; prognosis was prepared for the period 2005-2008 
§ The finding within the outcomes of Centre of excellence for systems and services of intelligent transport project, ITMS project code 
26220120028 
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Table 2. Alternative results of modeling tax rates for individual categories of taxable commercial vehicles in relation to the basic tax rate 
Variant Basic tax rate 
Tax rate for Euro 3 
vehicles 
Tax rate for Euro 4  
(or more – Euro 5, Euro 6, EEV) 
vehicles 
Tax rate for vehicles 
1st time registered 
before 1990 
I. 100 %  - 5 % - 10 % + 0 % 
II 100 %  - 7,5 % - 15 % + 0 % 
III 100 %  - 10 % - 20 % + 5 % 
IV. 100 %  - 12,5 % - 25 % + 15 % 
V. 100 %  - 15 % - 30 % + 20 % 
VI. 100 %  - 20 % - 40 % + 35 % 
VII. 100 %  - 25 % - 50 % + 50 % 
Source: elaborated by authors 
The proposed gradation of uniform tax rates is based on the gradation of tax rates applied for example in the 
Czech Republic, where it proved its worth in practice. Suggestions for the Slovak republic respect local 
characteristics (structure of the vehicle fleet, principles of taxation). According to the study (Gnap et al., 2012), a 
proposal of uniform tax rates and their gradation according to environmental (or age) principle would confirm the 
validity of inequality (1). The proposed uniform tax rates set at ecological principle would ensure tax revenues from 
motor vehicles tax at least at current level. Tax revenues from motor vehicles tax should continue to serve self-
governing regions to finance activities related to their competencies. The criteria for their objective redistribution 
between regions were also proposed in the study by authors (Gnap et al., 2012).  
4. Conclusion 
Impacts of fiscal decentralization in relation to motor vehicle taxation in the SR since 2005 are: 
x Individual and different tax rates in every of 8 self-governing regions 
x Different approach of 8 self-governing regions to changing the tax rates and conditions of vehicle taxation 
x Uncoordinate and individual tax rates changes realised by 8 self-governing regions 
 
Implemented fiscal decentralization in the Slovak Republic does not allow to achieve the objectives and 
principles of the tax reform concept in the motor vehicles tax area. Filling of the budgets of self – governing regions 
and financing their activities are also directly determined by the funds raised from motor vehicles tax. The tax rate 
as well as the range of exemptions is in the exclusive competency of self-governing regions. This negates the 
possibility to approximate the rates of motor vehicles tax to a level comparable with the recommended minimum tax 
rates (according to Directive 1999/62/EC on the charging of heavy goods vehicles for the use of certain 
infrastructures) or with the average tax rate in European Union countries. Frequent changes in tax rates well-
grounded by the competency of self-governing regions create a climate of uncertainty in the area of vehicle taxation 
for the future. This uncertainty is multiplied by the increase in tax rates. The time of economic and technical life of 
road transport vehicles is significantly longer compared to the time of application of unchanged tax rates. The 
solution is centrally determined tax rates with exactly defined criteria for its redistribution among self-governing 
regions. Actually, revenue from the motor vehicles tax does not directly grow thanks to the fiscal decentralization. 
Fiscal decentralization provided a tool for self-governing regions to increase tax rates of vehicles. As a result, tax 
revenues of self-governing regions currently grow. The competence to impose a motor vehicles tax and to set tax 
rates by self-governing authorities at regional level may lead to a failure in  achieving goals at the national level, for 
example in reducing environmental impacts and energy demands in the transport sector.  
The results of expert studies by the authors (Gnap, Koneþný et al., 2007, 2010, 2012) were available for the 
preparation of the draft law on the motor vehicles tax from the position of the Ministry of Finance of the Slovak 
Republic. The aim of the proposal was to tax motor vehicles more fairly. The research activities and results of 
studies (Gnap, Koneþný et al., 2007, 2010, 2012) were used for changing and improvement of legislative on motor 
vehicle taxation in the Slovak Republic.  
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